seminar participants at the University of Illinois and the University of California at Berkeley. We also thank Christine Oliver and three anonymous reviewers for their valuable comments on earlier drafts. This study examines whether board interlock ties facilitate second-order imitation, in which firms imitate an underlying decision process that can be adapted to multiple policy domains, rather than imitating specific policies of tied-to firms (first-order imitation). Longitudinal analyses of archival data for a large sample of Forbes/Fortune 500 companies, as well as analyses of survey data on mimetic processes among these firms, show that network ties to firms that use imitation to determine a particular policy can prompt use of imitation by the focal firm in determining both that policy and a different policy. Firms that have board network ties to firms in other industries that imitate their competitors' business strategy are likely to imitate their own competitors' business strategy, as well as their competitors' acquisition activity and compensation policy. Thus, the findings reveal network effects that are not visible with extant perspectives on interorganizational imitation. We discuss implications for institutional theory and research on interorganizational networks.-A long tradition of research in organization theory has examined the diffusion of technology, policy, and strategy through social networks (Burt, 1987; Mizruchi, 1996). One of the most important propositions in this literature is that, under conditions of uncertainty, social influence processes will lead firms to imitate the individual policy decisions of other firms to which they are connected by social network ties (DiMaggio and Powell, 1983; Galaskiewicz, 1985). Empirical studies in the board interlocks literature, in particular, have examined how overlapping board memberships between firms may facilitate the imitation of particular organizational structures, such as the multidivisional form, or individual policy decisions, such as the adoption of poison pills (e.g., Davis, 1991; Palmer, Jennings, and Zhou, 1993; Haunschild, 1993; Westphal and Zajac, 1997). Prior research may have underestimated the magnitude of network effects, however, by restricting its focus to first-order imitation, or the act of imitating the content of a particular policy decision, such as the level of spending on research and development (R&D). Second-order imitation, or the imitation of an underlying decision process or script that can be adapted to multiple policy domains (e.g., business strategy, compensation policy, acquisition activity, etc.), has been ignored in the interlocks literature, despite a body of literature on second-order effects.
gic policies, by definition, are means of adapting to threats and opportunities in a firm's environment (Rumelt, Schendel, and Teece, 1991; Zajac, 1992) . Moreover, top managers generally assume that strategic policies (e.g., advertising and R&D, acquisition activity, and executive compensation policy) should help the firm adapt to threats and opportunities in its particular industry environment (Grinyer and Spender, 1979; Hambrick, 1981; Kopp, 1990; Gomez-Mejia, 1992) . Thus, given that most board network ties cross industry boundaries (Zajac, 1988) , the content of strategic decisions may be less likely to spread through board interlock ties. Board network ties may have a stronger influence on imitation of decisionmaking processes that determine how firms adapt to their particular environment.
From a neo-institutional perspective, which highlights the role of cognitive processes in organizational action, mimetic isomorphism occurs to the extent that organizational phenomena have become taken for granted as normatively appropriate (Scott, 1992 (Scott, , 1995 . While individual policies can acquire normative status as more firms adopt them over time (Tolbert and Zucker, 1983; Fligstein, 1991; Edelman, 1992; Haveman, 1993) , organizational rules or scripts of behavior are particularly likely to become taken for granted through experience and/or social interaction (Scott, 1995) . Meyer, Scott, and Strang (1987: 13) characterized organizational action as "the enactment of institutional scripts," and Scott (1995: 44) suggested that mimetic processes are driven by taken-for-granted decision-making rules, or preconscious "guidelines for choosing meaningful actions." According to Scott (1995: 45), such rules may be derived from the larger social structure, which can operate as a repository or "carrier" of normative behavior. From this perspective, decision-making scripts emerge (i.e., they are socially constructed) and become taken for granted through the social interaction fostered by network ties (Scott, 1995) . Thus, from a cognitive, institutional perspective, when managers observe and/or participate in decision-making processes as directors at other firms, they may reflexively enact those processes at the focal firm. In effect, decision-making rules or processes may acquire taken-forgranted status more readily than particular policy contents, such that board network ties may be particularly likely to facilitate their spread through mimetic isomorphism. Moreover, while the imitation of particular policies may be constrained by the industry environment, decision-making rules or processes can generalize more readily across industry boundaries.
Research on social learning has also shown that individuals who observe or participate in decision-making activities tend to learn the behavioral processes or procedures that lead to a decision outcome more deeply than they learn the decision outcome itself (Bandura, 1986; Chickering and Gamson, 1987; Stanton, 1989; McKeachie, 1994) . The specific behaviors and actions that lead to a decision are more vivid and immediate than the eventual outcome and, consequently, decision routines are encoded more deeply in memory and are more likely to be recalled and enacted later. Such process learning can occur vicariously through social modeling or directly through participation. In learning vicariously, people may encode and remember scripts of behavior that lead to an outcome, rather than focusing on the outcome itself (Schank and Abelson, 1977; Gioia and Manz, 1985; McKeachie, 1994) , particularly when they participate in the decision-making process (Chickering and Gamson, 1987; Wood and Bandura, 1989 ). Social learning is more likely to occur when individuals have the opportunity to rehearse the routine in question, and active participation allows an individual to observe and then rehearse specific behaviors in the decision-making process (Bandura, 1977) . In such cases, the routines that make up a decision-making process are more likely to be recalled and enacted in other, similar situations. While directors can learn decision-making scripts vicariously through monitoring management decision making, they can also learn directly through participation. Research on corporate boards has shown that directors are increasingly involved in the process of formulating strategic decisions (Lorsch and MacIver, 1989; Judge and Zeithaml, 1992; Useem, 1993; Westphal and Zajac, 1997) . Given that direct participation in decision making is particularly likely to encourage social learning, managers' appointments to other boards may be particularly likely to influence their approach to decision making at a focal firm. Moreover, in contrast to network ties that rely on verbal or second-hand communication, network ties such as board ties that involve direct participation and observation may transfer even relatively tacit decisionmaking processes.
The spread of mimetic decision processes may occur through the board ties of outside, or non-employee directors, as well as the ties of inside directors. In studies of network diffusion, some researchers have focused on the board ties of inside directors, under the assumption that outside directors have little influence and involvement in the decisionmaking process, in which case their experience on other boards would have little effect on policies of the focal firm (Haunschild, 1993; Geletkanycz and Hambrick, 1997) . Recent empirical evidence suggests, however, that outside directors have become significantly involved in strategic decision making at large U.S. companies (Useem, 1993; Westphal and Zajac, 1997; Westphal, 1999) . Thus, the experience of both outside and inside directors with imitation at other firms could influence mimetic decision processes at the focal firm.
Research on social learning indicates that specific actions in the decision-making process are often learned and enacted subconsciously (Bandura, 1986) . In effect, consistent with the institutional perspective discussed above, behavioral scripts become taken for granted more readily than decision outcomes and are thus enacted in other situations more routinely. The related literature on group norms has shown that people routinely use their past experiences in similar social settings as scripts for determining appropriate behavior in the current situation (Bettenhausen and Murnighan, 1985). This carry-over effect has a particularly strong influence on group decision-making processes, as group members bring takenfor-granted scripts from their prior experiences about the appropriate sequence of actions to arrive at a decision (Feld-man, 1984) . This research suggests that directors may enact decision-making scripts internalized from their participation on other boards without necessarily reflecting on whether the specific routines that make up the script are optimally suited to the current situation. This supports the institutional perspective that "action is the enactment of institutional scripts rather than a matter of internally generated and autonomous choice, motivation, and purpose" (Meyer, Scott, and Strang, 1987: 13). Conversely, directors may weigh the suitability of different strategic policies or goals (vs. processes) more consciously (i.e., such analysis may be a component of the taken-for-granted decision-making routines they enact). Thus, decision-making processes may be more likely to diffuse through board interlocks than the content of particular decision outcomes.
Decision-making processes are often defined as the "mechanism by which [policies] are determined" (Chandler, 1962; Segev, 1987: 259) . In this study, we examine intraindustry imitation (i.e., the imitation of competitors) as one possible component of the process by which policy decisions are made. We examine such imitation with respect to three different policy outcomes: business strategy, acquisition activity, and executive compensation. Beyond selecting the chief executive officer (CEO), the primary responsibilities of boards are to oversee strategy and compensate top executives (Fama and Jensen, 1983; Zajac, 1990). Although boards may become involved in decision making on a variety of issues, the research literature on corporate boards suggests that board involvement in policy-making is largely confined to three arenas: (1) overseeing business strategy, which involves the allocation of resources to key functional activities in the firm, including production, marketing, research and development, and finance; (2) overseeing acquisition activity, as a primary aspect of corporate strategy (Demb and Neubauer, 1992; Hayward and Hambrick, 1997; Phan, 2000; Palmer and Barber, 2001), and (3) compensating top executives (Lorsch and Maciver, 1989; Demb and Neubauer, 1992; Phan, 2000) . Thus, the decision-making processes that determine these policies, including mimetic processes, should be particularly susceptible to diffusion through board network ties.
Business strategy. Research in the strategy literature has shown that firms vary in the extent to which they consider the strategies of industry competitors, formally or informally, in determining their own strategic posture (Ghoshal and Westney, 1991; Porter, 1998) . A mimetic decision process in this context may involve collecting data from archival sources such as COMPUSTAT on the level of resources allocated by competitors to key functional activities of the firm (e.g., production, marketing, R&D, etc.), comparing those spending levels with resource allocation at the focal firm, and then planning changes in spending to ensure that practices are in line with other firms in the industry (Ghoshal and Westney, 1991) . Such comparative processes could play an important role in decision making in a variety of different industries (Daft, Sormunen, and Parks, 1988; Porter, 1998) . This raises the prospect of second-order imitation through board net-work ties. While firms may not necessarily imitate the content of strategic decisions made by interlock partners in different industries, they may be influenced by the mimetic decision process of tied-to firms. Thus, mimetic scripts may be diffused through interlock ties across industries even if firms do not directly imitate the strategic content of tied-to firms.
As an example of second-order imitation, consider a scenario in which a focal firm, in the most recent time period, spent 4 percent of sales on R&D and its competitors spent an average of 1 percent of sales on R&D, while a tied-to firm in a different industry spent 4 percent of sales on R&D and its competitors spent an average of 12 percent. Second-order imitation by a focal firm would be evident if, at time t, the tied-to firm determines its R&D spending by imitating others in its industry such that it increases spending by 8 percent, to the level of its competitors, and the focal firm, having learned this method for determining R&D spending through its connection to the tied-to firm, then changes its R&D spending to match its own competitors, decreasing R&D spending by 3 percent. In this case, the outcomes in each of the interlocked firms is different because the average R&D spending differs between their two industries. In fact, the firms move apart in the level of their R&D spending. Nevertheless, the process used to determine the outcomes is similar. By contrast, firstorder imitation would be evident if a particular decision were made by the tied-to firm and then echoed by the focal firm, e.g., if the tied-to firm increased R&D by 2 percent, perfect first-order imitation by the focal firm would lead to an increase of R&D by 2 percent.
Given that intraindustry imitation is manifested by greater or lower strategic similarity between the focal firm and other firms in its industry, after controlling for common industrylevel factors, we hypothesize: Hypothesis la (Hia): Greater similarity in business strategy between tied-to firms and other firms in their industries will lead to greater similarity in business strategy between the focal firm and other firms in its industry.
Acquisitions. Research on acquisition waves suggests that firms may be influenced by the acquisition activity of competitors (Browne and Rosengren, 1988; Kopp, 1990) . The use of a mimetic decision process in this context is analogous to the use of mimetic processes in determining business strategy, although certain elements are unique to each context: firms sometimes collect information on the acquisition activity of competitors from archival sources such as the M&A Database and reference these data in deciding whether to modify the firm's policy toward acquisitions (Kopp, 1990; Phan, 2000) . Although the occurrence of such mimetic behavior is well-established empirically, theoretical explanations for the imitation of competitors' acquisition activity are not well developed. Haunschild (1993) invoked social learning theory in proposing that the level or amount of acquisition activity at tied-to firms provides a concrete model that encourages imitation by the focal firm. Our theory, in contrast, suggests that social learning through board ties is more pronounced for decision-making processes than for policy content. Thus, social learning through interlock ties may be especially likely to facilitate second-order imitation of acquisition activity, wherein ties to firms that imitate the acquisition activity of their competitors prompt similar mimetic processes at the focal firm. As in the case of business strategy, intraindustry imitation is likely to be manifested by greater or lower similarity between the focal firm and other firms in its industry with respect to acquisition activity, after controlling for common industry-level factors:
Hypothesis lb (Hib): Greater similarity in acquisition activity between tied-to firms and other firms in their industries will lead to greater similarity in acquisition activity between the focal firm and other firms in its industry. Westphal and Zajac (1997) , however, provides little evidence that firms consistently imitate the compensation policies of their interlock partners. They found that board interlock ties to companies in other industries that had recently increased their use of performance-contingent executive compensation did not necessarily lead to similar change at the focal firm. The theoretical perspective developed in this study suggests that network ties may influence compensation policy more strongly when imitation is conceived as a second-order process: while firms may not necessarily imitate the level of performance-contingent compensation of their interlock partners, they may still adopt the mimetic processes used in determining compensation policies. Thus, we hypothesize: Hypothesis lc (Hlc): Greater compensation similarity between tiedto firms and other firms in their industries will lead to greater compensation similarity between the focal firm and other firms in its industry.
Recent research by

Application of Mimetic Processes to Different Policy Decisions
The potential for second-order imitation raises the possibility that network effects could extend across individual policy decisions. To the extent that the comparative practices that underlie imitation can be adapted to various policy domains (Daft, Sormunen, and Parks, 1988), the imitation of such practices may influence multiple different policy outcomes. Our theoretical perspective suggests that if a firm is tied to other firms that compare their policies on a particular dimension against those of competitors, directors of the focal firm are more likely to accept such comparisons as a normatively appropriate component of the decision-making process. As discussed above, because such decision-making rules or scripts are more likely than decision outcomes to become taken for granted, or accepted on a preconscious level, such experience may lead directors to enact mimetic scripts in other policy arenas reflexively.
The adoption of an underlying mimetic script, resulting from a director's experience with imitation on other boards, can be viewed as a meta-construct that gives rise to mimetic processes in different policy domains at the focal firm. This perspective is consistent with the notion of a meta-script or abstract script invoked in social psychology and micro-sociology (Goffman, 1967; Nisbett and Ross, 1980: 34; Fletcher, Simpson, and Thomas, 2000) . From this perspective, individuals learn abstract scripts that can be adapted to particular contexts, or instantiated in more specific forms in those contexts. Nisbett and Ross gave the example of general assumptions about appropriate customer service as an abstract script that is instantiated as more concrete scripts in different contexts (e.g., fast food restaurants, fine restaurants, airplanes, etc.). With respect to board decision processes, an abstract mimetic script, learned from a director's experience with imitation on other boards, can be instantiated as more concrete mimetic processes in different policy domains at the focal firm, resulting in greater similarity between the focal firm and competitors on multiple policy dimensions. Recent studies using second-order factor analysis suggest that such underlying, abstract scripts can be conceived as meta-constructs that give rise to more concrete scripts as first-order constructs (Feldt et al., 2000; Fletcher, Simpson, and Thomas, 2000) . Concrete scripts are "quasi-independent" constructs that are "partially subsumed" by a more general or abstract script (Fletcher, Simpson, and Thomas, 2000: 343) . In this case, the concrete mimetic scripts are partially subsumed by a common, abstract script that includes a general sequence of events (e.g., obtain information on policies at competitor firms, compare those policies with the focal firm's policies, and plan changes to ensure that practices are in line with other firms in the industry), but they are also quasi-independent because specific features of the scripts are adapted to the particular policy context (e.g., the source of information on competitor practices). This leads to our final hypothesis: Hypothesis 2 (H2): Greater similarity on a particular policy dimension between tied-to firms and other firms in their industries will lead to greater similarity on different policy dimensions between the focal firm and other firms in its industry.
METHOD
Our primary methodology involves longitudinal analyses of imitation using archival measures. In addition, we conducted supplementary analyses of imitation using original survey data from CEOs and outside directors to provide a more proximate test of the behavioral processes that underlie the hypothesized effects.
Hypothesis Tests Using Longitudinal Archival Data
Sample and data collection. Our sample was drawn from all firms listed in the 1989 Forbes and Fortune 500 indexes. Firms were dropped from the sample if complete data on business strategy, acquisition activity, and executive compensation were not available throughout the time period. The final sample included 433 companies. We conducted Kolmogorov-Smirnov two-sample tests to determine whether firms in the initial sample were significantly different from firms in the final sample with respect to size and profitability. Firms in our sample were not significantly different in size (total sales or assets), profitability (return on assets or return on equity), or annual stock returns from firms in the larger sample frame (p-values range from .43 to .89). Moreover, sample firms come from 31 different industries (measured by two-digit SIC code) that are representative of all industries in the population of Forbes and Fortune 500 firms with respect to major attributes of industry structure, including concentration and industry constraint (Burt, 1983).
We collected sufficient data to analyze similarity in business strategy, acquisition activity, and compensation policy over a five-year period, 1990-1994. To lag our dependent variables appropriately, while also measuring prior levels of the similarity variables (discussed further below), we collected data for the years 1986 to 1995. Data on business strategy and financial characteristics came from COMPUSTAT. We collected executive compensation data from proxy statements and information on board characteristics and interlock ties from both proxies and Standard & Poor's Register of Corporations, Directors, and Executives. Acquisition data came from COM-PUSTAT and the Securities Data Corporation.
Measures. We followed several prior studies in measuring business strategy according to key resource allocations across the primary functional areas of the firm (e.g., Finkelstein and Hambrick, 1990; Thomas, Litschert, and Ramaswamy, 1991; Geletkanycz and Hambrick, 1997). The following strategic dimensions are included (cf. Finkelstein and Hambrick, 1990): advertising intensity (advertising expense/sales), plant and equipment newness (net plant and equipment/gross plant and equipment), research and development intensity (R&D expense/sales), overhead efficiency (selling, general, and administrative expense/sales), and financial leverage (total debt/equity). The first three dimensions capture marketing, technology, and capacity expansion activities, while overhead efficiency reflects the cost structure of the firm, and the firm's capital management is indicated by Porter, 1998) . Although this approach has some face validity, our continuous measure captures gradations in strategic change that range along a continuum from relatively modest adjustments in spending levels to relatively large changes in resource allocation.
We operationalized similarity in business strategy (business strategy similarity) using the following Euclidean distance measure, which has been used in prior studies to measure similarity at both the individual and firm levels (Westphal and Zajac, 1997):
where SSt is the strategic similarity of firm i to the other N -1 firms in its primary industry in period t and Sdt is a specific strategic dimension d of firm i in period t. Industry is measured at the two-digit SIC code level, given evidence that when firms make performance comparisons (e.g., for the purpose of determining executive salaries), they compare themselves against other firms in the same two-digit SIC code (Antle and Smith, 1985; Gibbons and Murphy, 1990). This measure adjusts for the number of competitors and differences in metrics across individual strategy dimensions in developing an overall similarity score. We conducted two separate analyses to ensure that our results were not contingent on primary SIC code classifications. In the first analysis, we measured similarity for each industry in which the firm was present (i.e., including secondary SIC codes) and then developed a weighted measure according to the firm's relative sales in each industry. In the second analysis, we excluded conglomerates, for which the primary SIC code classification may be less meaningful (conglomerates were defined as firms that make less than 75 percent of their sales from one industry). In each case, the results presented below were substantively unchanged. We conducted a confirmatory factor analysis to examine whether the individual businessstrategy-similarity variables loaded on a single, underlying construct. All variables loaded on one construct as expected, with loadings of .5 or greater. Reliability of the measure was also acceptably high (alpha = .81).
In the primary analyses, we analyzed similarity using change scores. Change in strategic similarity (SC) was measured for the focal firm as strategic similarity at time t+2 (SS t+2) minus strategic similarity in the current year (SS Two potential problems with change scores are low reliability and biased coefficients that result from correlations between the independent variables and the initial state of the dependent variable (i.e., y1 in the change score Y2 -Y1) (Allison, 1990 ; Edwards, 1995). As noted above, however, the alpha for our measure of change in business strategy is acceptably high. Moreover, correlations between the independent variables and the initial state of the change variables (i.e., similarity to competitors in the prior period) are consistently nonsignificant (at alpha = .05). Under these circumstances, the use of change scores is not inferior to the regressor variable method (i.e., regressing Y2 on y1 and the independent variables). In fact, the change variable method may be superior under these conditions. When the distribution of the dependent variable is stable from t1 to t2 and does not covary with the independent variables, results using change scores can be less biased than results from the regressor variable method (Kenny, 1975; Kenny and Cohen, 1979; Allison, 1990) . Our data satisfy these conditions. In any event, separate analyses confirmed that results for our hypotheses are nearly identical using either approach. We report the results of analyses using change scores below. The set of tied-to firms includes all companies at which a director from the focal firm had a board appointment. We included the board ties of both inside and outside directors. We did not include indirect ties (i.e., ties between two firms resulting from a common tie to a third party) because our theory suggests that it is direct participation in decision-making processes on other boards that will influence social modeling processes. Nevertheless, we conducted separate analyses including indirect ties and discuss these further below.
Similarity in acquisition activity. Two major dimensions of acquisition activity have been examined in the literature: the level of such activity, typically indicated by the number of acquisitions over a period of time, and the kind of acquisition (i.e., related or diversified) (Haunschild, 1993; Brush, 1996; Kochhar and Hitt, 1998) . Firms can be influenced by the acquisition activity of competitors on both dimensions. As noted above, we followed prior research in measuring the level of acquisition activity as the number of acquisitions over a two-year period (Haunschild, 1993; Brush, 1996 ). An acquisition was classified as related when the two-digit SIC code of the acquiring firm matched that of the acquired firm; an acquisition was classified as diversified when these codes did not match (Haunschild, 1993; Kochhar and Hitt, 1998 Control variables. To account for industry-specific trends of standardization or specialization, we measured change in similarity at the industry level by calculating the coefficient-of variation among firms in the industry (excluding the focal firm) in each year (Allison, 1978) and then created industry change variables to parallel the independent variables discussed above. We also controlled for change in similarity at tied-to industries, averaged across the industries of tied-to firms, to control for any possible confounding effects of similarities between the focal firm's industry and tied-to firms' industries that might prompt imitation by both the focal firm and tied-to firms. Moreover, given that mimetic processes may tend to become routinized over time (Levitt and March, 1988; Ocasio, 1999) , we controlled for prior change in business strategy similarity, similarity in acquisition activity, and compensation similarity at the focal firm over the prior threeyear period. The hypothesized effects were unchanged when this variable was measured over shorter or longer periods of time (e.g., two or four years). return on assets and market-to-book value of equity. In separate analyses, we operationalized performance relative to his-torical levels (i.e., the average over the prior three years) and performance relative to other firms in the same industry (averaged across firms in the industry) using spline functions (see Greve, 1998) , and the hypothesized results were unchanged. Given that acquisition activity may be constrained by debt-service requirements, we also controlled for the debt-to-assets ratio in analyses of acquisition activity. Finally, we controlled for time-specific determinants of imitation by including year dummy variables in all models.
Although it might be supposed that firms would be more likely to imitate competitors in relatively concentrated industries, industry concentration is not correlated with our independent variables, and separate analyses confirmed that the hypothesized effects were unchanged when concentration was included in the models. Separate analyses also showed that a focal firm's diversification was not correlated with our independent variables and had no effect on imitation of compensation or acquisition activity (diversification was marginally related to imitation of business strategy). Industry concentration and diversification generally had a stronger effect on imitation when control variables for prior imitation were omitted, suggesting that the effect of the former variables, which are relatively stable over time, are reflected in prior imitation by the focal firm. We also did not control for the length of a director's tenure. It might be supposed that the effect of director ties to another firm on practices at the focal firm would depend on the length of a director's tenure at the other company, to the extent that directors learn decision-making processes better over time. Given that directors typically participate in monthly board meetings and often monthly or bimonthly committee meetings, however, they can be expected to learn decisionmaking processes relatively quickly. Moreover, the average tenure of directors in our sample is relatively long (approximately seven years, with a standard deviation of about five years). Thus, it seems unlikely that director tenure would explain much variance in the extent of social learning of decision-making processes.
While we focus on board interlock ties in this study
Analysis. Given the potential for autocorrelation in our pooled cross-sectional dataset, we used generalized least squares (GLS), random-effects models to predict movement of business strategy similarity, acquisition similarity, and com-pensation similarity. These models are based on the following equations: 
where v, is the unit-specific residual and Ait is the standard residual. The fixed-effects or within estimator essentially uses ordinary least squares to estimate equation 2, the between estimator uses OLS to estimate equation 1, and the random-effects estimator is a (matrix) weighted average of the estimates produced by the between and fixed-effects estimators. The random-effects estimator, unlike the fixedeffects estimator, assumes that v, is not correlated with x, in equation 1 above. To determine whether our use of the random-effects estimator is appropriate, we conducted the Hausman specification test (Greene, 1993) . This tests whether coefficients estimated by the fixed-effects estimator and those estimated by the random-effects estimator are significantly different. The null hypothesis is that there is no systematic difference in coefficients generated by the two estimators. In this case the x2 was not significant (at a = .10), suggesting that our models are correctly specified and that v, is not correlated with xi.
Using lagged versions of dependent variables as control variables in the models (i.e., prior change in similarity) as we did can create additional serial correlation that is not addressed by the random-effects estimator. To adjust for this, we specified the lagged dependent variables as instruments (Greene, 1993) . In addition, to correct for heteroskedasticity resulting from industry differences, we used the Newey-West robust variance estimator for clustered data (Newey and West, 1987; Rogers, 1993) . This procedure generates robust estimates when observations are not independent within clusters or groups. In this case, observations involving firms in the same industry may not be independent. The robust variance estimator allows us to correct for such biases. It essentially treats each cluster (i.e., firms in the same industry) as a "super-observation" that contributes to the variance estimate.
We measured similarity over five time periods, yielding a total of 2,165 organizational spells. The measure assesses movement by the focal firm toward other firms in the industry, net of movement by other firms, to isolate the effects of actions taken by the focal firm. In other words, if all of the other firms in the industry moved closer to the focal firm, without the focal firm changing its strategic posture, the dependent variable would be zero. In separate analyses, we tested the hypotheses using two-stage least squares regression models (Johnston and DiNardo, 1997), which estimate similarity on a particular policy dimension y1 by first generating reduced-form estimates of similarity on each of the other two dimensions, Y2 and y3, and then including predicted values from those equations as instruments in a second-stage 732/ASQ, December 2001 equation estimating similarity on y1. The results were substantively unchanged from the results presented below. This indicates that any observed relationship between similarity at tied-to firms on a particular policy dimension Y2 and similarity at the focal firm on a different dimension y1 is not an artifact of concurrent changes in Y2 at the focal firm.
Hypothesis Tests Using a Combination of Survey and Archival Data
To provide an additional test of our theoretical perspective that complements our longitudinal, archival methodology, we included questions about mimetic practices in a large sample survey of CEOs and outside directors at firms in our sample frame. The survey was sent to CEOs of 600 firms listed in the 1998 Forbes/Fortune 500 listings. Two hundred and fiftyseven CEOs responded, and complete archival data were available for 241 of those cases (40 percent of the initial sample frame). Kolmogorov-Smirnov two-sample tests showed that respondents were not significantly different from nonrespondents with respect to business strategy similarity, compensation similarity, performance, size, or board centrality (N = 562).
The survey items were designed to assess the extent to which firms have adopted a mimetic script (i.e., a sequence of steps that can lead to similarity to competitors) in different policy domains, thus permitting a relatively direct test of the decision-making processes that underlie second-order imitation. One survey measure assessed the use of a mimetic decision process in determining business strategy. For instance, one item asked respondents to assess to what extent the firm's strategic decision-making process involved the following actions to determine the level of spending on R&D: acquiring data on how much competitors spend on R&D; comparing the spending of competitors with spending at the focal firm; and using this analysis, planning changes in spending levels to ensure that practices are in line with other firms in the industry. Five additional items asked about the use of mimetic processes in determining other dimensions of business strategy, and an analogous set of questions gauged the use of imitation in making decisions about CEO compensation and acquisitions. Factor analysis showed that these items loaded on three different factors, as expected, with acceptably high reliability for each scale (alpha = .86 for the business strategy scale, .87 for the acquisition activity scale, and .91 for the compensation scale). Analogous survey scales were included in a second questionnaire sent to all outside directors at firms whose CEOs had responded to the initial survey. For the sample of firms with a responding CEO and at least one responding director (N = 196), there was strong evidence for interrater reliability of the survey measures (kappa coefficients exceeded .75 for all scale items but one). These items were based on 5-point Likert-type response formats.
We used LISREL (Joreskog and Sorbum, 1993) to examine whether these perceptual measures of mimetic processes mediated the effects of interlock ties on change in business strategic similarity, compensation similarity, and similarity in acquisition activity at the focal firm. The exogenous constructs were measured in the prior year (t-1), and the ultimate endogenous constructs (change in similarity at the focal firm) were measured in the year subsequent to the survey (t+1). A primary advantage of structural equation modeling is that it permits a stronger test of validity by estimating the direct structural relation between a latent variable and its purported indicator, allowing relationships between that indicator and other indicators and constructs to vary (Bollen, 1989). We used a twostage approach to model fitting and assessment in which measurement properties of the model are assessed prior to considering structural relationships between constructs. Table 1 presents descriptive statistics and correlations for the variables used in our analyses. Table 2 presents results of GLS models predicting change in business strategy similarity, similarity in acquisition activity, and compensation similarity at the focal firm. H1a suggested that change in business strategy similarity would be positively influenced by imitation of business strategy at tied-to firms. This hypothesis is supported in model 1, which shows that change in the business strategy similarity of tied-to firms had a significant positive effect on change in such similarity at the focal firm. Similarly, model 1 indicated support for H2: change in similarity in acquisition activity and compensation similarity at tied-to firms also had a significant positive effect on change in business strategy similarity at the focal firm.
RESULTS
Results of Hypothesis Tests Using Longitudinal Archival Data
In model 2 of table 2 results are presented for diversified acquisition activity, and very similar results were obtained for related acquisition activity. The results support H1 b: change in acquisition activity similarity of tied-to firms has a significant, positive effect on change in such similarity at the focal firm. H2 is further supported in this model. Change in similarity of tiedto firms on the other two policy dimensions, business strategy and compensation, has a significant and positive effect on change in acquisition activity similarity at the focal firm.
Model 3 of table 2 presents results of a GLS model predicting change in compensation similarity at the focal firm. In general, results in these analyses mirrored those in models 1 and 2. Change in compensation similarity at tied-to firms had a significant and positive effect on change in compensation similarity at the focal firm, supporting H1c. H2 was partially supported. Change in business strategy similarity at tied-to firms had a significant, positive effect on change in compensation similarity at the focal firm, but change in acquisition activity similarity at tied-to firms was not significantly related to change in compensation similarity at the focal firm. Overall, the results provide strong evidence in support of hypothesis 2, which predicted cross-policy imitation through board ties: imitation of competitors on a particular policy dimension by tied-to firms increased imitation by the focal firm on a different policy dimension in all cases but one (i.e., the effect of imitation of acquisition activity by tied-to firms on imitation of compensation by the focal firm). Among the control variables, the most consistent predictor of imitation is firm size. Larger firms are more likely to imitate competitors across all three policy domains, consistent with past research (Fligstein, 1991; Deephouse, 1999) . The results also indicate that firms with poor market-to-book value are more likely to imitate their competitors with respect to business strategy and acquisition activity. Finally, there is some evidence that prior imitation by the focal firm on a particular policy dimension increases the likelihood of subsequent imitation in different policy domains, although the evidence is not consistent across models. Imitation of a particular policy is not strongly associated with subsequent imitation of the same policy: firms may significantly increase similarity to competitors in one period and then, having adjusted their strategy as desired, make little or no change in subsequent periods. Overall, the most consistent effects in the analyses, aside from firm size, are the hypothesized effects of change in similarity and variance in similarity at tied-to firms. The insignificant effects of change in similarity at tied-to industries is not inconsistent with our hypotheses. Given that this control variable is included in the models together with change in similarity at tied-to firms, a significant effect would have indicated that changes in similarity among firms in other industries that are not tied to the focal firm through board interlocks are correlated with changes in similarity at the focal firm, which is not suggested by our theory.
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As noted above, prior studies have generally not found evidence for first-order imitation of strategic policies, including business strategy and compensation policy, through board interlock ties that lead to similar changes at the focal firm (Davis, 1994; Fligstein, 1995; Westphal and Zajac, 1997; Palmer and Barber, 2001). Moreover, we replicated these (non) results in separate analyses; in particular, we modeled simple change in the level of compensation and business strategy variables as a function of prior change in those variables at tied-to firms. The results were consistently non-significant, suggesting that companies in this sample did not appear to imitate the content of business strategy and compensation policies of interlock partners in other industries.
We also assessed first-order imitation of acquisition activity, given that Haunschild (1993) did find evidence for the diffusion of acquisition activity through board interlocks. The results of these analyses are provided in table 3. Model 1 essentially replicates Haunschild's (1 993) primary finding: change in the level of acquisition activity by tied-to firms predicts change in the level of such activity at the focal firm. We then examined first-order imitation together with second-order imitation by conducting a two-stage regression analysis of acquisition activity (model 2), in which the first-stage equation estimates similarity in acquisition activity based on similarity at tied-to firms (i.e., the second-order imitation model shown in table 3), and parameter estimates from this equation are included as an instrumental variable in estimating the level of acquisition activity. The secondorder effect remains significant when the instrumental variable from the second-order model is included together with the first-order variable. The first-order effect becomes nonsignificant, which suggests that what appeared to be firstorder imitation of acquisition activity (i.e., simple imitation of acquisition strategies of tied-to firms) may actually mask second-order imitation (i.e., imitation of the propensity for tied-to firms to imitate their competitors with respect to acquisition activity and other policy outcomes). We also conducted separate analyses to explore the possible role of indirect ties in second-order imitation. Mizruchi (1992) found that indirect ties through financial institutions strongly predicted similarity in political behavior between firms. He suggested that boards of financial institutions provide a forum for the exchange of information, including information about political contributions, leading to similar political behavior between firms that share board ties to the 737/ASO, December 2001 same institutions. As noted above, we did not expect indirect board ties to have strong effects on second-order imitation; such ties facilitate diffusion through explicit information sharing among corporate leaders, and while directors may discuss individual policy decisions that were made on other boards, they seem less likely to discuss tacit decisionmaking processes that occur elsewhere, such as mimetic processes. Nevertheless, to ensure that our results were not driven by indirect ties, we estimated separate models that included control variables for change in similarity of tied-to firms based on indirect ties through financial institutions. Given that institutional investors can also transfer strategic information and advice between firms, we also included control variables for change in similarity at other firms that had the same institutional investors. The results were substantively unchanged with these control variables included. Importantly, this also indicates that our findings are not driven by structural equivalence between the focal firm and tied-to firms (Burt, 1987; Mizruchi, 1992) .
Results of Hypothesis Tests Using Survey and Archival Data
In our tests of the mediating effects of survey measures of mimetic process using LISREL, fit indices for the measurement model showed acceptable model fit: the goodness of fit index and normed fit index were .91 and .92, respectively. This provides further evidence that survey indicators of mimetic decision processes in each of the three policy domains-business strategy, acquisition activity, and compensation policy-loaded on three different factors, as expected. Results also showed that a meta-factor model, with first-order factor estimates (i.e., mimetic decision processes in each of the three policy domains) determined by a single meta-factor, fit the data well (goodness of fit index and normed fit index greater than .9). By contrast, a single-factor model, in which all mimetic process items are specified as indicators of a single, underlying construct, did not show adequate model fit. This supports our theoretical assumption that mimetic processes in each policy domain are quasi-independent constructs that are enacted from an underlying abstract mimetic script. We did not operationalize the meta-construct in the regression models (Bollen, 1989; Feldt et al., 2000) because this construct would simply mediate the relationships between imitation on a particular policy dimension at tied-to firms and imitation on each dimension at the focal firm.
Results of the path analyses are displayed in figure 1 (N =  241) . They show that the survey measures of mimetic process mediated the effects of change in similarity at tied-to firms on subsequent change in similarity at the focal firm for all three policy dimensions (the control variables discussed above are included in the LISREL model but are not displayed in the figure). These results provide further support for H1a-H1c. Moreover, the results were also generally consistent with H2: greater similarity on a particular policy dimension (x) between tied-to firms and their competitors led to greater similarity between the focal firm and its competitors on a different policy dimension (y) through the use of a mimetic decision process in determining policy y. There was one exception to this pattern of results: the use of a mimetic decision process in determining compensation did not mediate the effect of similarity in acquisition activity of tied-to firms on similarity in compensation at the focal firm. In further analysis, we used the survey measures to operationalize imitation at tied-to firms, as well as imitation at the focal firm. Results of this analysis are shown in figure 2. They mirror the results of our primary analysis shown in figure 1: the relative use of a mimetic decision process in determining a particular policy at tied-to firms generally has a positive and significant effect on the use of a mimetic process in different policy domains at the focal firm, which in turn predicts subsequent change in similarity to competitors. This analysis has the limitation of being purely cross-sectional (i.e., imitation at the focal firm and tied-to firms is measured concurrently), but it has the advantage of providing a more direct test of the effect of mimetic processes at tied-to firms on mimetic processes at the focal firm. These results complement findings of the longitudinal, archival analyses by providing a relatively direct test of the behavioral processes that underlie the hypothesized effects of board interlock ties on imitation across different policy domains. Given that the LISREL analyses and the GLS analyses use data from different time periods, the consistent results also show that our findings generalize to different time periods. There is less evidence, however, for such network effects during an incumbent CEO's tenure. Our theoretical perspective and supportive findings suggest that board networks can have significant effects on strategic decision making by facilitating the spread of underlying mimetic decision processes, which in turn influence a relatively broad range of strategic policy outcomes, including R&D spending, advertising, and other elements of business strategy, as well as acquisition activity and executive compensation policy. Analyses of our survey data suggested that mimetic processes that are spread through board ties can be viewed as meta-scripts that are instantiated as more concrete scripts in these different strategic policy domains. These findings contribute to a growing body of research that examines how interorganizational networks can influence strategic decision making (Powell, Koput, and Smith-Doerr, 1996; Gulati, 1998; Gulati, Nohria, and Zaheer, 2000). A limitation to our analysis is that our measure of business strategy does not directly reflect the resource-based perspective on strategy (Dierickx and Cool, 1989; Barney, 1991). Future studies could examine secondorder imitation of strategic change using measures of business strategy that gauge more directly the extent to which firms seek to build or exploit sustainable resources.
Mimetic
The findings of this study suggest that greater theoretical and empirical attention should be focused on underlying decisionmaking processes in research on social networks, organiza-tional learning, institutional processes, and corporate governance. Theory and research in these literatures that address second-order phenomena could yield important new insights. For instance, existing research on social networks in organizations has emphasized how formal network connections such as cross-functional teams lead to the diffusion of information about specific innovations (Monge and Contractor, 1997). Future efforts might also examine how such connections may lead to the modification of underlying approaches to problem solving (e.g., collaborative, participative approaches), which may lead to further innovations. Building on our finding that mimetic routines were applied across different decision domains, research on innovation might examine how problem-solving routines are created at R&D departments and then applied across multiple unrelated problems.
Researchers might also examine how interorganizational network ties affect other institutional processes that underlie multiple policy domains. Network ties to firms that engage in symbolic action in a particular policy domain may influence a focal firm's general propensity toward symbolic vs. substantive action, thus leading to similar symbolic actions across different policy domains. Moreover, studies might investigate the potential for second-order effects in other aspects of decision making besides imitation, such as the relative formality of decision-making processes. Just as mimetic tendencies in decision making may be enhanced by network ties to other firms that use imitation, board ties to firms that use a relatively informal process in one area of corporate governance, such as executive selection (e.g., using referrals from trusted friends rather than a search consultant to fill executive positions), may lead a focal firm to use a similarly informal process in other areas of corporate governance and strategy, such as screening acquisition candidates, determining market rates for executive compensation, and other decision processes that can be expected to vary in formality. Thus, the notion of second-order imitation could be extended to help explain the impact of networks on a broad array of strategic and organizational policies.
